W e tend to think of economics in health care as supply and demand, similar to buying a car or shopping in a store: enough demand and lower prices, produce supply. This is not the case in our health care system. Our system is a supply system, and the supply is controlled. In controlling the supply, we control the cost, so we keep prices the same. In a recession, it is advantageous for the provider. This has merits as we look with pride at our system, which keeps costs down, compared with a much higher cost system in the United States. The supply system is a very Canadian idea. It is like our milk marketing board or the wheat board that is meant to stabilize prices for producers. The price of health care in Canada is apparently 9.1% of the GDP and, rhetoric aside, achieving this percentage is the real reason why our medicare is structured the way it is. However, as surgeons, we are affected much more than general physicians. General physicians can increase their income by seeing more patients; however, we are more limited by restricted operating times, which have been cut back to meet annual hospital block funding limits.
There is a demand system as well; however, it has been altered by the new policies. All urgent treatment, emergency heart therapy and cancer care takes precedence over nonurgent cases and increases their wait times. In a restricted system, some treatments must wait; the longer the wait, the less you spend now, or at least that is what is reflected in the books. You need a big bureaucracy to make this happen because you need volumes of information to be forewarned of any restiveness and to fix it early.
A supply system to control costs makes it predictable for employers to do business. However, it is also necessary to consider the demand system and its benefits for supplying services without too many consumer complaints, which could lead to political instability and demand for change. The demand system has been eliminated; however, not entirely. The demand system keeps popping up because it is so inherent in human nature.
Suppose you can't get something, at least for a long time, you will go somewhere else where that service is available. This is encouraged by the system managers because it means only one centre of excellence needs to be built because duplication is expensive. The problem then arises when that centre becomes overbooked and refuses referrals.
Having a supply system protected by a monopoly means continued awareness of the benefits of a demand system. But because the demand system now does not work naturally, you have to simulate it: you have to predict demand rather than responding to it as it occurs. So, the number of managers has to increase. In a closed budget system, this leaves less money for those providing services.
Strangely, none of the recipients of services need to know about any of this because it is hidden and delegated to those whose job it is to run everything.
The fascinating thing is that despite complete system control, health care costs are increasing and now account for 40% of provincial budgets. Why?
This increasing cost is what medicare was supposed to control. I wonder what will happen next. John R Taylor editorial ©2011 Pulsus Group Inc. All rights reserved
